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SECTION |. SITUATION AND OUTLOOK

Wheat Situation and Outlook
Imports

Total 2002 wheat imports are forecast at one million metric tons (mmit), aimost al of whichisUS#1 whest.
The U.S. isexpected to continue dominating the Taiwan wheat import market. Taiwan does not produce
wheset s0 al demand is met by imports.

INn2001, Taiwan imported 1.02 mmt of whesat, down 12 percent from the previous year due mainly to high
carryover socks. Approximately 61 percent of importswere HRS or DNS, while 28 percent wasHRW,
10 percent Soft White or Western White, and 1 percent Durum. TheUnited Stateswasthe mgjor supplier,
with 97 percent share of the total imports. Austraia supplied the remaining 3 percent.

Tawan imports very little flour. Importsin 2001 totaled only 15 tmt, or 2 percent of supply. Of the 2001
flour imports, Japan supplied 12 tmt, Australia 2 tmt, and Korea 1 tmt.

Consumption

Despite dready high per-capitalevels, consumption is expected to continueincreasing dowly. Behind this
expanson is the dynamism of the wheat food market driven by Taiwan's 6,000 bakeries, convenience
stores, and super markets. Taiwan consumers are generdly very receptive to new products, which

encourages many new product launches. This factor and the continued high leve of noodle consumption,
are expected to support increased demand for wheat and whest flour.

Policy & Prospects

Trade with China

Tawan joined the WTO in January 2002. Loca industry expectsthat Taiwan will lift import banson PRC
whest, flour, and some whesat food products in the next year or two. Taiwan authorities review these
redtrictions every Sx months with the next review scheduled for June 15, 2002. Despite the prospect of
liberalization, Post does not anticipate an immediate threat to U.S. wheat imports for two reasons.

. Imports of PRC instant noodles, which are anticipated to compete strongly in the Taiwan instant
noodle market, are banned. Taiwan's top two instant noodle producers invested heavily in
manland China and plan to ship from the PRC to Taiwan when Taiwan ends its import ban on
ingant noodles. Thispotentid flood of Chinese products could greetly influence the domestic flour
and ingant noodle market, making it less likely thet Taiwan authorities will lift the ban quickly.

. In the absence of substantia technica assgtance, it will taketimefor most Tawan millersto learn
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how to mill PRC whest, to blend PRC flour, and to introduce new flour products.

However, PRC wheat and products could have significant impact on U.S. wheat exportsto Tawan inthe
long run by cutting demand for HRW, WW and SW wheat while possibly boosting it for DNS whest.
Since China produces middle protein whest and little high protein whesat, Tawan millers anticipate Stiff
compsetitionin thelow end flour market, where flour isused for making cookies and gluten products. This
isaround 12 percent of the totd flour market. On the other hand, Taiwan millers hope to supply the high
qudity flour market ontheMainland. Inanticipation of these changes, the Taiwan Hour Millers Association
(TFMA) plansto vist the PRC in the second haf of 2002 to study the PRC whest supply situation, the
PRC flour market, and Chind's import policies. China's potentid for feed grain production has aso
gimulated interest by Taiwan's feed milling industry in importing feed whet.

End of the Wheat Stabilization Fund

The Wheat Stabilization Fund will close by June 2002 asaresult of Tawan' saccessonto the WTO. After
that, Taiwan'sdomegtic flour priceswill move with world whest prices. This might encourage local whesat
millersto import US#2 grade wheat when world market prices are high. Thisis aso expected to increase
competition from imported flour and amongst local millers. Some inefficient small scale mills may be
consolidated with large mills or shut down completely. The current two wheet buying groups dso may
break up into more groups. Under the current group buying mechanism, every mill purchaseswhest at the
same price-- despiteitssize. Thisleavessomeolder, smdl flour mills, which havelargely depreciated their
equipment, able to complete with the few larger and more efficient mills.
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Corn Situation & Outlook
Imports

Tota corn imports for 2002/3 are forecast at 4.8 mmt. Thisisin line with a forecast decline in meat
production due to post-WTO production adjustments in the swine and poultry sectors. Taiwan's corn
market is supplied dmost exclusively by imports.

Tawan'scornimportstotaled 5.2 mmt in 2001, up 5 percent from ayear earlier. The 2001 increase came
from increased demand driven by higher hog production which is expected to decline in 2002 dueto low
prices. The depressed hog market and high corn inventorieswill likely dow corn importslater in the year.
Local feed millers have already announced a 10 percent reduction in corn contracts for June/October
deivery.

In 2001, the U.S. had a 98 percent share of total cornimports. Post forecaststhat U.S. cornwill continue
to dominate the Taiwan corn import market. Taiwan is unlikely to import South American corn in 2002
as Tawan has dready contracted corn for June delivery, dl from the United States. South American’s
cornexport season usudly falsinthe May/duly period. Inaddition, Taiwan only consdersimporting South
American corn when there is a$4/mt price differencefrom U.S. corn. South American cornisnow more
expensve than U.S. corn.

Consumption

Tawan's corn consumption is expected to contract dowly over the next few years. Virtudly al of
Tawan's corn consumption is for feed use except for 250 tmt used for wet milling to produce corn syrup.
Asarealt, decreasesin locd livestock and poultry production will likely cut consumption. Theloca feed
industry forecasts that the eventua liberdization of pork belly and variety meet and chicken meet imports,
will cut total feed demand to 7 mmt by 2005 from the current 7.6 mmt. 1n 2003 and 2004, increasing Tariff
Rate Quotas for these mests are likely to cut feed demand only 1 to 2 percent annudly. Current hog
pricesare closeto the break-even price of NT$3,800 per 100 kg carcass weight, encouraging contraction
in the indudtry.

In 2001, Taiwan'sfeed inclusion ratefor corn was gpproximately 69 percent based on corn supply and
feed production figures. The feed inclusion rate of other feed grains combined is about 2 percent to 4
percent, including approximatdy 130 tmt of barley, 40 tmt of sorghum, and 65tmt of rice. Itisunlikey that
other feed grains will be subtituted for corn in 2002 and 2003 given current low world corn prices.
Policy & Prospects

Trade with China

Currently, Taiwan bans PRC corn imports. However, Taiwan authorities review these redtrictions every
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gx months with the next review scheduled for June 15, 2002. Severd feed millers that have invested in
manland China have petitioned Taiwan authorities to lift the import ban. [If trade is permitted, the
geographic proximity of Northeast Chinato Taiwan could dlow smaller shipments, prompter ddlivery and
lower carrying costs for Taiwan importers compared to U.S. corn. However, the price gap between
domestic PRC corn pricesand U.S. CIF corn prices still favorsthelatter. Asaresult, Chinese cornwould
not be competitive in Taiwan even if the import ban were lifted, unless China subsdized exports. Post
notes that recent sales of PRC corn to South Koreafor September delivery raises concern that continued
export subsdiesmay providean impetusfor certain Taiwan feed millersto demand lifting of theimport ban.

Livesock Initiatives

To adjust to post-WTO redlities and the eventud 2005 import liberdization, Tawan's feed industry and
swine and poultry sectors are working to improve their competitiveness. The Nationd Animd Industry
Foundation (NAIF) wasformed in January 2000. It isattempting to differentiatelocally produced chicken
and pork products from imported mesat products by establishing logos related to freshnessand taste. The
Tawan Council of Agriculture (COA) isdso attempting to improve the qudity of domestically produced
meet and poultry products in order to compete with imported products. In January 2001, COA
promulgated more stringent regulations on feed additives, chemicas and antibiotic resdues in meat and
poultry products. The COA aso hasin place an active FMD eradication program and requiresto FMD
vaccination certificates at hog daughter houses. Reportedly, now 80 percent of loca swine herds have
received two doses of FMD vaccine, compared to 20 percent in 1998. Taiwan reported the last FMD
caseon February 25, 2001. Post doesnot believethese effortswill necessarily boost livestock production,
dthough they may dow itsdeclinedightly. If Taiwan achieved FMD-free status, Post would expect pork
production to rise in response to anticipated export demand. However, FMD free Satus is a least two
years away.

Biotechnology Update

On Feb. 23, 2001, the Tawan Department of Hedth (DOH) promulgated regulations on bioengineered
food labeling and regigration (see TW1007). Initidly, these regulations only pertainto corn and soybeans
and certain of their products. All bioengineered varieties of corn and soybeans must be registered with the
Food Sanitation Bureau (FSB) of the Department of Hedth (DOH) before April 30, 2002. Failureto do
so meansthat the variety will not be gpproved when the bioengineered food |abeling regulation comesinto
effect on January 1, 2003 (no bioengineered labdingisrequired for feed). After that date, no unapproved
bi oengineered soybean and corn foods may be commerciaized.

Currently, Taiwan accepts U.S. and other advanced country approvas as a basis of commercidization.
Thiswill change once Taiwan’s own bioengineered food registration procedures go into effect. Currently,
life science companies have submitted registration packages for al nine biotech corn events which DOH
anticipated receiving. However, none of the corn or soybean events have been approved yet for
commercidization, a cause for some concern. DOH has had the package for one event for amost one
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year. Locd feed millers and soybean crushers plan an industry meseting with Taiwan authoritiesin Summer
2002 to discuss post 2002 corn and soybean import requirements in order to avoid trade disruptions.

Rice Situation & Outlook
Imports

Under its WTO accession agreement, Taiwan must alow minimum market access(MMA) of 144,720 mt
on abrown rice basisin 2002 (equivalent to 127,353 mt on amilled ricebass). Of this total, 65 percent
will befor the government trade and 35 percent for the privatetrade. All grain dederswho haveregistered
with COA and have agrain deder license may apply for riceimport quotas. Grain dealerswill be granted
rice import licenses if they have quotas for rice imports. Tawan published its government tender
documentation on April 30 to begin an eight-day review and comment period. The tender documentsare
only availablein Chinese. The firg government import tenders are expected to occur in May/June 2002.
(Refer to TW2009 for government imports, TW2008, TW20012, and TW20014 for privateimports, and
TW2002 for post-WTO rice market environment). Whiledl of theinitial 10,000 tonsof privatericeimport
rights were purchased by importers for NT$17.26/kg. or more, Post expects that the next 20,000 tons of
import rights will likely be purchased for NT$14.26 to NT$17.26/kg. (Current Exchange rate:
U.S.$1=NT$34.77) Actud 2002 importsshould bedightly higher thanthe MMA because COA dlocates
private import quotas on abrown rice basis, but importers import rice on amilled basis.

Production

The Counail of Agriculture (COA) forecasts 2002 rice production at 1.2 mmt from 300,000 hectares of
land, a4 percent drop from 2001. COA indicates that any effect of the current drought on the first rice
crop will likely be made up by increased area planted for the second. Domestic rice is not price
competitive on the world market, because of production costs which vary between $550/mt and $820/mt
(milled basis) depending on crop season and producing location. Taiwan has committed to stop sdlling
aurplus rice onto the world market at discounted prices after WTO entry. Consequently, Taiwan hasto
cut its rice production in an attempt to balance increased suppliesfrom MMA imports. Smaller domestic
supplies have prevented price cuts resulting from the smal influx of private sector imports which begun
arivingin April. Previoudy, COA expected domestic rice pricesto fal sgnificantly because of increased
imports.

Before Taiwan joined the WTO, rice imports were banned, with the exception of glutinous or brokenrice.

Imported rice was for processing use and processed rice products were for re-exportation. In 2001,
Tawan imported 6 tmt of glutinous rice and exported 156 tmt of rice to African countries. Taiwan has
committed to stop selling surplus rice on the world market at discounted prices after WTO entry. Totdl
2002 rice exports are forecast a 93 tmt. According to COA, all 2002 exports were contracted before
the WTO entry. No rice exports are anticipated in 2003.
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Consumption

Total domestic rice consumption in 2002 and 2003 is estimated to fall dightly because of less old rice
avallable for feed use. The table rice consumption forecast remains at 1.2 mmt.

According to the COA Taiwan Food Balance Sheet, totd domestic rice consumption was 1,354 tmt in
2000, of which 48 tmt was used for feed; 15 tmt for planting; 80 tmt for processing; 13tmt wasted; while
1,198 tmt went for table rice use. Per capita rice consumption has been faling steedily for the past two
decades because of risng digposable income, increasingly western-style consumption patterns and the
replacement of ceredlsby meatsinthediet. Per capitarice consumptionin 2000 was54.17 kg, compared
t0 54.90 kg in 1999 and 65.94 kg in 1990.

Policies and Prospects

Tawanricemillersareusing different market strategiesto respond to the pos-WTO market. Largemillers
are both importing and investing in new milling/packing facilitiesto improverice quality in order to compete
with imported rice. One top local miller has taken out newspaper ads for imported U.S., Japanese,
Audrdian, and Thai rice sold under hisbrand. Some miillers daim that they will stick with locally grown
rice and segregate the market from imports by increasing their advertisng budgets. The COA istraining
its staff to ingpect packaged rice in retail outlets to improve domesticaly grown rice qudity to be able to
compete with imported rice (see TWO0004 for Taiwan rice sanitary and quaity sandards). The actions of
these ingpectors vis-a-visimported rice will need to be monitored. Imported rice is subject to pesticide
maximum residue leve, heavy meta and aflatoxin ingpections by the import ingpection authority, BSMI.
Thisraises some nationa treatment concerns as rice moving in domestic channels does not appear to be
subject to such ingpection. Pogt istaking this matter up with Tawan authorities.

Other Grains Situation & Outlook

Tawanimported 195 tmt of barley in 2001, with 17 percent sourced fromthe U.S. Approximately 65 tmt
was malting barley for beer brewing. Taiwan produced about 400 million liters of beer in 2001. After
Tawan abolished the tobacco and wine monopoly in January 2002, there is market potentid for U.S.
barley, hops, and other microbrew ingredients. The Taiwan Tobacco and Wine Board plan to franchise
withloca restaurantsto built three microbrewery restaurantsin northern, centra and southern Taiwan. One
U.S. - based company has been very active in promoting the se of microbrewery equipment and
ingredient packages.
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SECTION Il. STATISTICAL TABLES

Table 1. Wheat Production Supply and Demand

PSD Table
Country Tawan
Commodity Wheat (1000 HA)(1000 MT)
Revised 2000| Prdiminary 2001| Forecast 2002
Old New Old New Old New
Market Year Begin 01/2001 01/2002 01/2003
Area Harvested 0 0 0 0 0 0
Beginning Stocks 300 367 290 317 230 237
Production 0 0 0 0 0 0
TOTAL Mkt. Yr. Imports 1050 1020 1000 1000 0 1000
Jul-dun Imports 1050 1048 1000 1000 0 1000
Jul-Jun Import U.S. 942 1021 0 950 0 950
TOTAL SUPPLY 1350 1387 1290 1317 230 1237
TOTAL Mkt. Yr. Exports 17 0 10 0 0 0
Jul-Jdun Exports 17 0 10 0 0 0
Feed Dom. Consumption 45 0 45 0 0 0
TOTAL Dom. Consumption 1043 1070 1050 1080 0 1085
Ending Stocks 290 317 230 237 0 152
TOTAL DISTRIBUTION 1350 1387 1290 1317 0 1237
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Table 2. Corn Production Supply and Demand

PSD Table
Country Tawan
Commodity Corn (1000 HA)(1000 MT)
Revised 2000| Preiminary 2001| Forecast 2002
Old New Old New od New
Market Y ear Begin 01/2001 01/2002 01/2003
Area Harvested 5 14 5 12 0 12
Beginning Stocks 1475 1455 1401 1522 1325 1345
Production 24 59 24 53 0 53
TOTAL MKkt. Yr. Imports 4902 5198 4700 4700 0 4800
Oct-Sep Imports 4902 5074 4700 4820 0 4800
Oct-Sep Import U.S. 4875 5003 0 4720 0 4560
TOTAL SUPPLY 6401 6712 6125 6275 1325 6198
TOTAL Mkt. Yr. Exports 0 0 0 0 0 0
Oct-Sep Exports 0 0 0 0 0 0
Feed Dom. Consumption 4800 4940 4600 4680 0 4615
TOTAL Dom. Consumption 5000 5190 4800 4930 0 4865
Ending Stocks 1401 1522 1325 1345 0 1333
TOTAL DISTRIBUTION 6401 6712 6125 6275 0 6198
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Table 3. Wholesale Corn Prices

Prices Table

Country Tawan

Commodity Corn

Pricesin NTD per uom 100 kilogram

Year 2001 2002 % Change
Jan 663 524 -20.97%
Feb 605 508 -16.03%
Mar 632 501 -20.73%
Apr 603 -100.00%
May 556 -100.00%
Jun 552 -100.00%
N 548 -100.00%
Aug 540 -100.00%
Sep 516 -100.00%
Oct 515 -100.00%
Nov 512 -100.00%
Dec 517 -100.00%

Exchange Rete 34.77|Loca

currency/US
$
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Table 4. Rice Production Supply and Demand

PSD Table
Country Tawan
Commodity Rice, Milled (1000 HA)(1000 MT)
Revised 2000| Preiminary 2001| Forecast 2002
Old New Old New od New
Market Y ear Begin 01/2000 01/2001 01/2002
Area Harvested 340 340 338 338 0 300
Beginning Stocks 124 651 84 525 63 370
Milled Production 1342 1342 1245 1245 0 1197
Rough Production 1906 1906 1750 1750 0 1744
MILLING RATE (.9999) 7040 7040 7115 7115 0 6864
TOTAL Imports 3 6 23 6 0 133
Jan-Dec Imports 23 6 125 6 0 133
Jan-Dec Import U.S. 0 0 0 0 0 64
TOTAL SUPPLY 1469 1999 1352 1776 63 1700
TOTAL Exports 120 120 90 156 0 93
Jan-Dec Exports 90 120 90 156 0 93
TOTAL Dom. Consumption 1265 1354 1199 1250 0 1250
Ending Stocks 84 525 63 370 0 357
TOTAL DISTRIBUTION 1469 1999 1352 1776 0 1700

Note: the milling rate used in this report is 0.704; 0.8 for brown rice from paddy rice, and 0.88 for milled
rice from brown rice.
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Table 5. Rice Retailing Prices

Prices Table

Country Tawan

Commodity Rice, Milled

Pricesin NTD per uom 100 kilogram

Year 2001 2002 % Change
Jan 3250 3597 10.68%
Feb 3247 3728 14.81%
Mar 3253 3745 15.12%
Apr 3263 -100.00%
May 3237 -100.00%
Jun 3183 -100.00%
N 3183 -100.00%
Aug 3157 -100.00%
Sep 3180 -100.00%
Oct 3300 -100.00%
Nov 3477 -100.00%
Dec 3453 -100.00%

Exchange Rete 34.77|Loca

currency/US
$
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Table 6. Tariff Ratesfor Grains

HS Code Grains Current Tariff (%)
1001.10 & 1001.90 Whesat 6.5
1101.00 Whesat Hour 20*
1005.10 Corn 0
1007.00 Sorghum 0
1003.00 Barley 0
1006 Rice Ox*

Source: Taiwan Customs Tariff Schedule
* will be reduced to 19% in 2003, and 17.5% in 2004
** pe replaced by market up price celling at NT$23.26 per kg

Table7. Meat Production for 1999-2001 in 1,000 mt

Production 1999 2000 2001 2002 2003
Pork 822 921 962 930 910
Poultry 727 727 706 638 620
Source: Council of Agriculture
UNCLASSFIED Foreign Agricultural ServicelUSDA
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Table 8. Feed Production for 1999-2003 in 1,000mt

Feed Production 1999 2000 2001 2002 2003 2004
(estimate) | (estimate) | (estimate) | (estimate)
Total Compound 6,969 7,693 7,600 7,200 7,100 7,000
Feed Produced
by commercial 5,190 5,232 5,015 4,680 4,615 4,550
producers
by integrated 1,779 2,460 2,585 2,520 2,485 2,450
producers
Note: Feed production estimates are based on therevised data for 2000.
Source: Data for 1999-2000 feed production are official numbers from the Council of Agriculture
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